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A year after his election in October 1999, Argentine President Fernando de la Rua is fighting to
keep his shaky Alianza coalition together. In the wake of a vote-buying scandal that led to the
resignation of Vice President Carlos Chacho Alvarez, the president was finally forced to cut loose
his intelligence chief Fernando de Santibanes. Although the president has also been plagued by
a persistent economic recession that has eroded his support, he is determined to keep Economy
Minister Jose Luis Machinea.
Despite the ongoing economic problems, the Alianza had been credited with keeping its pledge
to reverse the climate of corruption that characterized the two terms of former President Carlos
Saul Menem (1980-1990). But that changed abruptly when Alvarez resigned Oct. 6, charging that
de la Rua failed to support his campaign to investigate denunciations of Senate corruption. Alvarez
protested that the president refused to get rid of de Santibanes, a wealthy former banker and friend
of the president (see NotiSur, 2000-10-13).
Besides setting off a crisis within the Alianza, Alvarez's resignation increased investors' fears that a
weaker de la Rua would have more problems passing economic reforms needed to end two years of
economic stagnation. De Santibanes was finally forced to resign when the office of the comptroller
general (Sindicatura General de la Nacion, SIGEN) filed a formal complaint against him with the
anti-corruption office.
The SIGEN said de Santibanes' spy agency (Secretaria de Inteligencia de Estado, SIDE) spent US
$22 million less than it declared during the investigation into allegations of bribes paid in the Senate.
The money was transferred to other accounts, and the discrepancy raised the suspicion that the
money could have been diverted for bribes.
De Santibanes denied the accusation, telling the Argentine daily La Nacion that the excess money
accumulated in a bank account after SIDE stopped paying bills for telephones and other services to
force companies to give it discounts. De Santibanes submitted his resignation Oct. 20, and on Oct. 22
de la Rua named Chief of Staff (Secretary General of the Presidency) Carlos Becerra to replace him.
The new chief of staff is Horacio Jaunarena.
The president also named Enrique Olivera to head the state-run Banco Nacion, Nilda Garre as
political affairs secretary at the Ministry of the Interior, and Marcos Macon as Cabinet coordinator.
The appointments are the latest changes by de la Rua aimed at winning back investor and public
confidence.
A Gallup poll published by La Nacion Oct. 22 showed that 53% of Greater Buenos Aires respondents
felt they were worse off economically than a year ago, and 25% believed their situation would
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improve little during the next 12 months. More than half the 1,253 people polled thought
unemployment, currently at 15.4%, would rise in 2001.

President introduces new economic measures
Machinea, criticized for his emphasis on meeting tough International Monetary Fund (IMF) targets,
appears for the time being to have weathered the storm. Responding to persistent rumors that the
economy minister was on his way out, de la Rua said Machinea enjoyed "my total support." In
its campaign, the Alianza promised to maintain the economic stability achieved during Menem's
presidency but to modify the most inequitable policies, which are blamed for increasing poverty,
producing the highest unemployment in Argentine history, and, beginning in 1998, bringing on
a strong recession. However, since de la Rua took office, unemployment has increased, and the
government's 4% projected growth in GDP for this year will likely be closer to 0.4%.
De la Rua and Machinea say that the economy they received was in much worse shape than they
had expected, with an alarming fiscal deficit that forced them to impose austerity measures rather
than focus on reactivating the economy. But tax increases and other measures decreed at the end of
1999 had a net recessive effect, and salary reductions for state employees added to public frustration.

De la Rua reaffirms commitment to Alianza platform
Just before leaving for Spain on a state visit on Oct. 23, de la Rua announced a "relaunching" of
the Alianza. He told reporters he was ratifying the Alianza commitment "to fight corruption, bring
growth with justice, provide more education and better health care, fight poverty, combat tax
evasion and contraband, and provide more security."
The president recognized the difficulties faced by his administration in recent weeks, but said that
"if there was a political problem, it has been overcome" through the changes he made in his Cabinet
and other key offices. He said, however, that the bribery allegations must be "completely, totally,
and finally cleared up" if the government is to have credibility in its fight against corruption.
De la Rua announced new proposals to clean up political- party financing. The administration
will send a bill to Congress to cut state funding of parties, restrict television advertising, and ban
anonymous donations. The bill is aimed at making it harder for individuals or companies to channel
money to politicians to influence decisions. The bill would cap spending by any political party at US
$1 per eligible voter for elections. Argentina has 24 million eligible voters of a total population of 36
million people.
Political parties would not be allowed to take donations from unions, groups linked to gambling, or
foreign countries, and they would have to make their accounts public. Parties would also have to
select their presidential candidates in national primaries open to all voters not registered in another
party. Violators would be subject to fines and even prison sentences.

IMF targets hamper economic proposals
The same day, Machinea outlined a nine-point proposal that lowers corporate interest payments,
reduces taxes on labor for technology companies, and reduces the tax on gains made in the domestic
stock market. Some analysts say attempts to foment growth through tax cuts will not be enough to
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stem ebbing investor enthusiasm, but the administration can do little more because it is in a fiscal
straitjacket. It must comply with the IMF-imposed fiscal-deficit targets, set at US$5.3 billion for 2000
and US$4.1 billion for 2001. These targets limit the ability to enact more broad-based tax cuts that
might increase confidence in the system. "Argentina is trying to engineer some supply-side tax
incentives and at the same time stay within its fiscal constraints," said Carl Ross of Bear Stearns.
"That's a laudable objective, but it waters down any package they might come up with."
Some economists say the Alianza has come through the political and economic crises. "The worst
of the political crisis is behind us," said Thomas Trebat with Salomon Smith Barney. "Argentina is
governable." But others doubt the worst is over. They prefer to cautiously wait and watch for signs
of economic life. Alvarez could still upset Alianza Alvarez, meanwhile, has announced plans to form
a Movimiento de Participacion Ciudadana aimed at making politics more transparent and fighting
corruption. Its target base is politically disaffected youth, and Alvarez defines the movement as
"nonpartisan but not apolitical."
Although the organization could give Alvarez a vehicle with which to use the political capital he
received when he went after alleged Senate corruption, it could also aggravate the political crisis,
since Alvarez is the leader of the Frente del Pais Solidario (FREPASO), partner with the Union
Civica Radical (UCR) in the Alianza. His decision set off an internal debate within FREPASO. Anibal
Ibarra, the FREPASO mayor of Buenos Aires, has made clear his disagreement with Alvarez's plan
to look for transparency in politics outside the party structures. "I do not admit the impossibility
of reconciling ethics with politics," said Ibarra. "To affect reality, actions must be carried out from
inside party structures." [Sources: Spanish news service EFE, 10/22/00; Clarin (Argentina), 10/23/00;
The Miami Herald, 10/23/00, 10/24/00; El Nuevo Herald (Miami), 10/25/00; Reuters, 10/19/00,
10/22/00, 10/23/00, 10/25/00, 10/26/00; CNN, 10/21/00, 10/29/00; Notimex, 10/22/00, 10/25/00, 10/29/00]
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